
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



Yale Law Journal 

SUBSCRIPTION PRICE, $2.50 A YEAR. SINGLE COPIES, 35 CENTS 

EDITORS: 

John H. Sears., Chairman. 

Ernest T. Bauer, Louis M. Rosenblutb, 

Cogswell Bentley, Robert H. Strahan, 

John J. Fisher, Kinsley Twining. 

Associate Editors: 

James L. Looms, William M. Maltbie. 

Charles C. Russ. 

Cameron B. Waterman, Business Manager. 
Charles Driver Francis, Assistant Business Manager. 

Published monthly during the Academic year, by students of the Yale Law School. 
P. O. Address, Box 835, Yale Station, New Haven, Conn. 

If a subscriber wishes his copy of the Journal discontinued at the expiration of his 
subscription, notice to that effect should be sent ; otherwise it is assumed that a con- 
tinuation of the subscription is desired. 



JURISDICTIONAL CITIZENSHIP OF A CORPORATION INCORPORATED IN 

TWO STATES. 

In Goodwin v. N. Y., N. H. & H. R. Co., 124 Fed. 358, Judge 
Lowell has decided that, when a corporation is incorporated in 
two States, a citizen of one of those States cannot sue the corpora- 
tion in the federal courts of that State, alleging it to be a citizen 
of the other. This decision is quite in accord with the principles 
of this branch of the law, which, despite an apparent conflict of 
authorities, are well established. 

Thus the authorities admit of no dispute that a corporation 
incorporated in two States and sued by a citizen of one in the 
State courts of that State cannot secure a removal to the federal 
courts by alleging that it is the creation of the other. Memphis, 
etc., R. Co. v. Alabama, 107 U. S. 581. Nor can it, on the basis 
of the same allegation, sue a citizen of one State in the federal 
courts of that State. Union Trust Co. v. R. Co., 1 Black 286. 

When two corporations existing in different States are con- 
solidated into one, with a common stock, a single new body is 
formed. Keokuk R. Co. v. Missouri, 152 U. S. 301 ; Winn v. 
Wabash R. Co., 118 Fed. 55. The acts of the corporation, in 
whatever State performed, are the acts of it as a whole. But in 
each State it derives its corporate life from the legislation of that 
State. Paul v. Virginia, 8 Wall. 181 ; 2 Moran., Corp., 959. Hence 
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in each State it is to be regarded as a citizen of that State, and is 
to be sued by another citizen in the State, and not the federal, courts. 

There are exceptions to this rule, however. In Louisville R. 
Co. v. Letson, 2 How. 497, the decision of Chief Justice Marshall 
in Bank v. Deveaux, 5 Cranch 61, that a corporation was not a 
"citizen" within the meaning of that word as used in the Con- 
stitution in defining the jurisdiction of the federal courts, but that 
the citizenship of the members of the corporation should decide 
in what court suit should be brought, was substantially overruled; 
and in Marshall v. R. Co., 16 How. 314, despite two strong dis- 
senting opinions, the doctrine became established, that, for purposes 
of jurisdiction, the members of a corporation should be conclusively 
presumed to be citizens of the State which created the corporation. 
Midler v. Dows, 94 U. S. 444. But when a corporation of one 
State is adopted as an entirety into another, the court refuses to 
extend this presumption so as to consider the members as also 
citizens of the second State, and, for jurisdictional purposes, the 
corporation is still to be regarded as a citizen of the first. St. 
Louis, etc., R. Co. v. James, 161 U. S. 545 ; Hollingsworth v. R. 
Co., 86 Fed. 353. This was the principle upon which the Supreme 
Court affirmed the decision in Louisville, etc., R. Co. v. Trust Co., 
75 Fed. 433; j. c. 174 U. S. 552; and also that in St'. Louis, etc., 
R. Co. v. Indianapolis R. Co., 9 Biss. 144. And by it the ruling, 
if not the words, in Williams v. Ben. Ass'n., 47 Fed. 530, and in 
Chicago, etc., R. Co. v. R. Co., 6 Biss. 219, can be reconciled. 

Again, the consolidation of the corporations is not complete and 
for all purposes; and from this fact arise certain exceptions to the 
main rule. Thus, in each State, the franchises and privileges of 
the corporation are those conferred by that State alone, and the 
laws which govern it are the laws of that State. Quincy Bridge 
Co. v. Adams Co., 88 111. 619; Chicago, etc., R. Co. v. Auditor- 
General, 53 Mich. 79. Hence it may happen that a corporation 
existent in two States has rights, or is subjected to liabilities, by 
reason of the statutes of one State, which are not recognized in 
the other. If then a citizen of the second State desires to enforce 
such a liability, to compel him to sue in the State courts of his own 
State would be to refuse him all remedy, and it is proper that he 
be allowed to reach the corporation in the other State through the 
federal courts. This is the principle really established by Railway 
Co. v. Whitton, 13 Wall. 270. So, too, there may be a merging 
of the corporations incomplete in that the old entities still continue 
to exist. Central R. R. v. Georgia, 92 U. S. 665. In such cir- 
cumstances certain rights and liabilities may pertain to one of 
these alone. Judge Taft considered this to be the principle estab- 
lished in Nashua Corp. v. Lowell Corp., 136 U. S. 356, and decided 
the case of Louisville, etc., R. Co. v. Trust Co., 75 Fed. 433, on 
that basis ; although the supreme Court affirmed this decision on 
other grounds ; supra; and it is doubtful whether Nashua Corp. 
v. Lowell Corp. really did establish that principle. But in Phinizy 
v. R. Co., 56 Fed. 273, the corporation was the creation of South 
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Carolina and Georgia; a receiver had been appointed in South 
Carolina, and the federal court in Georgia entertained a bill brought 
by a citizen of South Carolina to have the authority of the receiver 
extended over the property of the corporation in Georgia. Again, a 
corporation cannot, by consolidating with that of another State, 
transfer to the new body its liabilities to third persons. Bruffet v. 
R. Co., 25 111. 353; N. I., etc., R. Co. v. Strait, 35 N. J. L. 322; 
2 Moran, Corp., 809, 954. Hence, upon such a liability, even after 
consolidation, a suit might be maintained by a citizen of one State 
against the corporation of the other in the federal courts. 

There are three decisions not in accord with the principles set 
forth above. - Muller v. Dows, supra, decided, contrary to the ruling 
of the principal case, that a citizen of one State could sue a cor- 
poration incorporated in that State and another, in the federal 
courts of that other; but this case is based on Railway Co. v. 
Whitton, supra, which was decided under an exception to the main 
rule, within which it does not itself fall ; and it is not within the 
spirit of Memphis, etc., R. Co. v. Alabama, supra. Nashua Corp. 
v. Lowell Corp., supra, merits the sharp criticism passed upon it 
by Judge Lowell in the principal case; it is almost impossible to 
tell just what was held, beyond that, after a consolidating act had 
been passed by the legislatures of two States, one of the corpora- 
tions was permitted to sue the other upon a contract made between 
them, in the federal courts. Perhaps as satisfactory an explanation 
as any is that the consolidating act was never accepted by the 
corporations. P. 371. And in Union Trust Co. v. Rochester R. Co., 
29 Fed. 609, while a citizen of one of the States in which a corpora- 
tion was incorporated was permitted to sue the corporation in the 
federal courts of the other State, yet this decision was based wholly 
on Railway Co. v.. Whitton, supra, and Muller v. Dows, supra, to 
which reference is made above. 

Hence a consideration of all the cases dealing with this point 
leads us to the conclusion that the conflict among them is apparent 
rather than real, and that the courts are rapidly putting the law in 
this respect upon a firm basis. 

THE EFFECT OF BANKRUPTCY PROCEEDINGS ON PROCEEDINGS COM- 
MENCED IN THE STATE COURT. 

It is well settled that the federal bankrupt law does not operate 
to nullify or supersede the insolvent laws of the several States, 
and that jurisdiction may be exercised under such laws until the 
jurisdiction of the federal court has been called into exercise. 
Reed v. Taylor, 32 la. 209. It is also settled that the power of 
Congress "to establish uniform laws on the subject of bankruptcies 
throughout the United States" is not exclusive, and State laws on 
that subject are valid where they do not conflict with acts of 
Congress relating thereto. Ogden v. Saunders, 12 Wheat. 213; 
Appeal of Geery, 43 Conn. 289. But when Congress acts upon 
the subject by a bankrupt law all State laws become suspended, as 



